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§ 559.5 How much may a savings asso-
ciation invest in service corpora-
tions or lower-tier entities? 

The amount that a federal savings 
association (‘‘you’’) may invest in a 
service corporation or any lower-tier 
entity depends upon several factors. 
These include your total assets, your 
capital, the purpose of the investment, 
and your ownership interest in the 
service corporation or entity. 

(a) Under section 5(c)(4)(B) of the 
HOLA, you may invest up to 3% of 
your assets in the capital stock, obliga-
tions, and other securities of service 
corporations. Any investment you 
make under this paragraph that would 
cause your investment, in the aggre-
gate, to exceed 2% of your assets must 
serve primarily community, inner city, 
or community development purposes. 
You must designate the investments 
serving those purposes, which include: 

(1) Investments in governmentally 
insured, guaranteed, subsidized or oth-
erwise sponsored programs for housing, 
small farms, or businesses that are 
local in character; 

(2) Investments for the preservation 
or revitalization of either urban or 
rural communities; 

(3) Investments designed to meet the 
community development needs of, and 
primarily benefit, low- and moderate-
income communities; or 

(4) Other community, inner city, or 
community development-related in-
vestments approved by OTS. 

(b) In addition to the amounts you 
may invest under paragraph (a) of this 
section, and to the extent that you 
have authority under other provisions 
of section 5(c) of the HOLA and part 560 
of this chapter, and available capacity 
within any applicable investment lim-
its, you may make loans to any service 
corporation and any lower-tier entity, 
subject to the following conditions: 

(1) You and your GAAP-consolidated 
subsidiaries may, in the aggregate, 
make loans of up to 15% of your capital 
as defined in § 567.5(c) of this chapter to 
each subordinate organization that 
does not qualify as a GAAP-consoli-
dated subsidiary. All loans made under 
this paragraph (b)(1) may not, in the 
aggregate, exceed 50% of your total 
capital, as defined in § 567.5(c) of this 
chapter. 

(2) The Regional Director may limit 
the amount of loans to a GAAP-con-
solidated subsidiary, or may adjust the 
limits set forth in paragraph (b)(1) of 
this section where safety and sound-
ness considerations warrant such ac-
tion. 

(c) For purposes of this section, the 
terms ‘‘loans’’ and ‘‘obligations’’ in-
clude all loans and other debt instru-
ments (except accounts payable in-
curred in the ordinary course of busi-
ness and paid within 60 days) and all 
guarantees or take-out commitments 
of such loans or debt instruments.

Subpart B—Regulations Applica-
ble to All Savings Associations

§ 559.10 How must separate corporate 
identities be maintained? 

(a) Each savings association and sub-
ordinate organization thereof must be 
operated in a manner that dem-
onstrates to the public that each main-
tains a separate corporate existence. 
Each must operate so that: 

(1) Their respective business trans-
actions, accounts, and records are not 
intermingled; 

(2) Each observes the formalities of 
their separate corporate procedures; 

(3) Each is adequately financed as a 
separate unit in light of normal obliga-
tions reasonably foreseeable in a busi-
ness of its size and character; 

(4) Each is held out to the public as 
a separate enterprise; and 

(5) Unless the parent savings associa-
tion has guaranteed a loan to the sub-
ordinate organization, all borrowings 
by the subordinate organization indi-
cate that the parent is not liable. 

(b) OTS regulations that apply both 
to savings associations and subordinate 
organizations shall not be construed as 
requiring a savings association and its 
subordinate organizations to operate as 
a single entity.

§ 559.11 What notices are required to 
establish or acquire a new sub-
sidiary or engage in new activities 
through an existing subsidiary? 

When required by section 18(m) of the 
Federal Deposit Insurance Act, a sav-
ings association (‘‘you’’) must file a no-
tice (‘‘Notice’’) under part 516, subpart 
A of this chapter at least 30 days before 
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